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COUNCIL ON WAGE AND PRICE STABILIZATION
An effort to head off de facto wage and price controls has been initiated
by a group of Republican Senators. They are charging that the White
House intends to curb inflation by inducing compliance with new wage 
and price guidelines using the President’s powers under procurement, 
regulatory, environmental and trade laws to reward and punish 
selectively industries and unions. It is expected that the President 
will unveil, around the middle of October, an anti-inflation program 
likely to include voluntary "guidelines" limiting wage increases to 
about 7 percent and price hikes to less than 6 percent. (Executive 
authority to impose mandatory controls expired in 1974).
An expression of Senatorial opposition to the use of such economic 
controls was included as an amendment to the Eximbank authorization 
bill (S.3077) during Senate action on 9/30/78. An identical "message" 
(H. Con. Res. 728) has been introduced on the House side.
ENERGY, DEPARTMENT OF
Final rules on the establishment of the comprehensive energy service pro­
gram have been published (see the 10/2/78 Fed. Reg., pp.45536-45).
The program provides assistance for energy extension service programs 
for all states and requires each state to submit an energy plan for 
review. Of interest to the accounting profession is the requirement 
that state plans make "energy audits" available to small energy users, 
within personnel and functional limitations. The regulations will go 
into effect on 11/1/78. For further information contact Kathleen 
Reavis at 202/252-6242.
FEDERAL DEPOSIT INSURANCE CORPORATION
Proposed Revisions to the Reports of Income and to the Report of Condition
that mutual savings bank file have been announced. These revisions
are intended to bring reporting by mutual institutions into closer 
alignment with current accounting principles and would meet the growing 
need for financial data for both regulatory and statistical purposes. 
The revisions, if adopted, would become effective for reports which 
would be filed in 1979. Under the proposal, the Report of Income 
would be completed semi-annually in June and December while the Report 
of Condition would continue to be reported quarterly. Copies of the 
Reports reflecting the proposed changes are available from the FDIC 
Office of Information at 202/389-4221. Comments will be received from 
interested parties until 11/15/78.
FEDERAL RESERVE BOARD
A policy statement on intercorporate income tax accounting transactions 
of bank holding companies and state member banks has been released.
The Board states that it does not wish to prescribe the tax accounting 
methods to be used by bank holding companies but it does require that 
those methods employed give bank subsidiaries equitable treatment. 
According to the Board, many bank holding companies now have written 
tax sharing agreements with their bank subsidiaries that specify inter 
corporate tax settlement policies. The Board believes that having such 
agreements is desirable and wishes to encourage all bank holding 
companies to have such agreements.
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The House was expected to complete action on the Financial Institutions
Regulatory Act (H.R.13471) last Friday. The bill strengthens the 
supervisory authority of the bank regulatory authorities, limits 
insider borrowing practices, bans interlocking directorates, and 
establishes a Federal Bank Examination Council. There is also a 
requirement that the bank regulators cooperate to simplify and co­
ordinate their regulations.
The Senate also has an omnibus banking bill (S.71) pending, but 
it is doubtful that differences in the two versions can be reconciled 
prior to the close of the session.
GENERAL ACCOUNTING OFFICE
"The Federal Accounting and Auditing Act of 1978" was passed by the House 
by a voice vote on 10/3/78. The bill would strengthen the government's 
right of access to certain private and public records by authorizing 
the GAO to audit unvouchered accounts. An important feature in the 
bill authorizes the Comptroller General to subpoena records of govern­
ment contractors and subcontractors as well as grant a right of access 
to appropriate records and information within the possession of Federal 
agencies.
HEALTH, EDUCATION, AND WELFARE
An alternative national health insurance proposal has been announced by
Sen. Kennedy (D-Mass.). Sen. Kennedy, chairman of the Senate Human 
Resources Health Subcommittee, stated that his proposal would include 
coverage for comprehensive service benefits, preventive health care 
services, as well as the catastropic costs of illness. Sen. Kennedy, 
a vocal critic of the Carter Administration's national health insurance 
proposal, announced his subcommittee will hold hearings on 10/9, 10/10, 
and 10/13/78. In addition, hearings will be held throughout the 
country in the near future. For additional information, see the 
10/2/78 Cong. Record pp.S 16813-17.
LABOR, DEPARTMENT OF
"Employment Tax Credits Can Reduce Your Income Taxes and Here's How" is
the title of a brochure recently issued containing information useful
to employers interested in the Work Incentive Program (WIN). It 
explains there are four tax credits available to employers: the WIN 
tax credit; the welfare tax credit, the new jobs tax credit and the 
vocational rehabilitation tax credit. There is also provision for 
fast write-off costs of constructing and equipping day-care centers.
In addition to the information contained in the brochure, a free copy 
of "Employer's Tax Credit Information Kit," with more detailed 
information can be obtained by completing the accompanying order blank. 
Copies of this brochure may be obtained by calling 202/376-6730.
Proposed amendments to the regulations on age discrimination to reflect
the recent changes in federal law have been issued. The proposed
amendments deal with pension and other employee benefit plans. Other 
proposals to be issued at a later date will deal with involuntary 
retirement and with exemptions to the Act for certain executive and 
policymaking employees and tenured faculty members. The Department notes
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that raising the mandatory retirement age from 65 to 70 will have a 
great impact on past employment practices because the common practice 
of mandatorily retiring employees at age 65 and cutting off their 
entitlement of health and life insurance and other employee benefits 
at that age will no longer be lawful. A public hearing on the 
proposals is scheduled in Washington for 10/23/78.
MANAGEMENT AND BUDGET, OFFICE OF
"Development of a National Make-or-Buy-Strategy-Progress and Problems" is
the title of a recent GAO report on the Federal procurement system.
The report contains a detailed study of procurement policy and includes 
a history and description of OMB Policy Circular A-76. The GAO con­
cludes that government management control and accounting systems need 
to be redesigned and that basic problems now undermine Federal pro­
curement policy. Copies of the report are available from the GAO 
(PSAD-78-118, 9/25/78) for $1.00 each. Call 202/275-6241 for more 
information.
PENSION BENEFIT GUARANTEE CORPORATION
An explanation of the requirements for premium payment and annual reporting
by covered defined benefit pension plans has been published. The new
flier is designed to help plan administrators comply with recent 
revisions in PBGC's premium and annual reporting requirements. Premiums 
will be filed directly with PBGC on the new PBGC-1 form and the 
premium payment and form are due seven months after the end of the prior 
plan year for plan years beginning after 1/1/78. The annual report will 
be filed with the IRS on the combined IRS/DOL/PBGC Filing Requirements 
for Defined Benefit Pension Plans, (1) Premium Filing, (2) Annual 
Reporting; can be ordered from the Office of Communications, 2020 K 
Street, N.W., Washington, D.C. 20006, 202/254-4817.
The financial reporting system of the Corporation is deficient according
to a GAO report. In testimony before the House Ways and Means Over­
sight Subcommittee, the GAO reported that several emissions can have 
a material effect on the statements and would require a qualified 
opinion. The GAO noted that 87 pension plans were not included in 
the preliminary financial statements and uncertainties over the out­
come of pending litigation could also have a material impact on PBGC's 
financial condition.
RENEGOTIATION BOARD
Excess profit determinations of more than $34 million have been generated 
by defense contractors in fiscal year 1978 according to the Board,
This figure represents a substantial increase from the $18 million 
reported in 1977. Board Chairman Goodwin Chase reported that 1978 
figures at a meeting with Board employees and expressed his confidence 
that the Congress will decide to keep the Board in operation despite 
the failure to renew the Renegotiation Act and the recent decision to 
grant appropriations only until 3/31/79.
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SMALL business aDministration
"Checklist for Profit Watching” is the title of a new SBA management 
publication. This small marketers aid contains a series of 
questions with comments to help analyze profits, their sufficiency 
and trend, the contribution of product lines or services, and the 
need for accurate record systems. Other SBA publications are also 
useful for profit analysis and financial planning. A complete list 
of these publications is available without charge from the SBA, 
800/433-7212 (ask for SBA - 115 A: Free Management Assistance 
Publications and SBA 115 B: For sale booklets).
Agreement has been reached on a bill to amend the Small Business Act
and the Small Business Investment Act of 1958. House and Senate
conferees have agreed on a comprise bill (H.R. 11445) which would 
expand existing SBA programs as well as create new programs. Among 
the features of the bill are an extension of the small business 
development center program which provides management and technical 
aid to small business, authorization for the White House Conference 
on Snail Business to be held in 1980, and the creation of a Venture 
Capital Investment Company program to encourage the formation of 
new business concerns. Swift approval of the compromise bill is 
expected.
TREASURY, DEPARTMENT OF
Final regulations on the automatic extension of time for filing corporate 
and individual income tax returns have been published in the 10/3/78 
Fed. Reg., pp. 45582-83. The regulations eliminate the requirement 
that Forms 7004 (Application for Automatic Extension of Time to 
File Corporate Income Tax Return) and 4878 (Application for Automatic 
Extension of Time to File U.S. Individual Income Tax Return), be filed 
in duplicate. The regulations are effective as of 10/3/78 and require 
that only the original of these forms be filed.
The filing deadline for 1977 tax returns for some persons qualifying for
the foreign earned income exclusion of Section 911 has been extended
until 11/15/78. The IRS announced this third extension of the filing
deadline in IR-2040 on 9/29/78. The new extension is limited to the 
persons qualifying for the Section 911 exclusion who were traveling 
outside the U.S. and Puerto Rico on 4/17/78.
In a related matter, the Senate has appointed conferees on 
H.R.9251 which would extend the effective date of several provisions 
of the Tax Reform Act of 1976 and amend section 911. The House has 
approved a flat exclusion of $20,000 for qualifying taxpayers while 
the Senate version includes a series of itemized deductions. The 
conference is expected to be held sometime this week.
Ths Treasury Small Business Advisory Committee will meet on 10/19 and
10/20/78 in Room 4121 of the Main Treasury Building, 15th & 
Pennsylvania Avenue, N.W. Washington D.C. In addition to a full 
Committee meeting, the Capital Formation, Tax Policy and Tax
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Administration subcommittees will also meet. Among the topics to be 
discussed are the proposed National Development Bank, the effect of 
ERISA on small business, and IRS audit and appeal procedures. The 
meeting is open to the public and written or oral statements may be 
accepted by the Committee. For more information on the meeting and 
to make arrangements for attendance, contact David W. Heleniak at 
202/566-2857.
SPECIAL: INSPECTOR AND AUDITOR GENERAL BILL PASSES SENATE
The Senate has passed its own version of the "IG" legislation - now 
known as the Inspector and Auditor General bill (see 9/22/78 Cong. 
Record, pp. S. 15867-75). Each of the cabinet departments will be 
required to have such an office, headed by a Presidentially - appointed 
Director who has "demonstrated ability in accounting, auditing, 
financial analysis, law, management analysis, public administration, 
or investigations".
The House had earlier acted on the legislation (H.R.8588) but 
it has been significantly expanded in scope as a result of Senator 
Eagleton’s (D-Mo.) insistence. The House sponsors have agreed to 
accept the modifications. The legislation has been forwarded for 
White House approval.
For additional information contact: 
Steven Woolf or Susan Retter 
202/872-8190
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